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LEASE ASSIGNMENT AND AGREEMENT dated as of April 1, 1973,
by and between BECHTEL CONSTRUCTORS, INCORPORATED (hereinafter called
the Vendee), and MERCANTILE SAFE DEPOSIT & TRUST COMPANY, as Agent
(hereinafter called the Agent) pursuant to the Finance Agreement
dated as of the date hereof (hereinafter called the Finance Agree-
ment) among the Agent, Chicago and North Western Transportation
Company (hereinafter called the Lessee) and the parties named in
Schedule A thereto (hereinafter called the Investors).

The Vendee and the Lessee have entered into the Lease of
Railroad Equipment dated as of the date hereof annexed hereto and
made a part hereof (hereinafter called the Lease), providing for the
leasing by the Vendee to the Lessee of the units of railroad equip-
ment (hereinafter called the Units) listed in Schedule A to the Lease,

The Vendee and Pullman Incorporated (Pullman Standard
Division) (hereinafter called the Builder) have entered into a
Conditional Sale Agreement dated as of the date hereof (herein-
after called the Conditional Sale Agreement), providing for the
purchase by the Vendee from the Bullder of the Units.

The rental installments due under the Lease are 1in each
case equal to or 1n excess of the amount of each installment of
Conditional Sale Indebtedness under the Conditional Sale Agreement,
plus interest thereon, payable by the Vendee under the Conditional
Sale Agreement on or prior to the respective payment dates of -
such rental installments.

The Agent proposes to acquire, pursuant to an Agreement
and Assignment to be dated as of the date hereof (hereinafter
called the Assignment), the right, security title and interest of
the Builder under the Conditional Sale Agreement in the Units.

The Vendee desires to induce the Agent to enter into
the Assignment and to further secure the performance by the Vendee
of its obligations (hereinafter called the Liabilities) under the
Conditional Sale Agreement.

NOW, THEREFORE, in consideration of the mutual promises,
covenants and agreements hereinafter set forth, the parties hereto
do hereby agree as follows:

1. Assignment to Agent of Vendee's Rights as Lessor. As
security for the payment and performance of 1ts Llabilities under
the Conditional Sale Agreement, the Vendee hereby assigns, transfers
and sets over unto the Agent all the Vendee's right, title and inter-
ests, as lessor under the Lease, together with all rights, powers
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and privileges, and other benefits of the Vendee as lessor under

the Lease, including, without limitation, the immediate right to
receive and collect all rentals and profits and other sums payable

to or receivable by the Vendee under or pursuant to the provisions

of the Lease and the right to make all walvers and agreements, to
give all notices, consents and releases, to take all action upon

the happening of an Event of Default under the Lease, and to do

any and all other things whatsoever which the Vendee, as lessor,

is or may become entitled to do under the Lease; but excepting

and reserving to the Vendee, however, all rights of the Vendee

under the Lease (1) to sue for and to receive damages under the Lessec
for the breach of, and to receive payment directly in respect of,

any covenant, representation or warranty of the Lessee which is for
the exclusive benefit of the Vendee under Sections 5, 9(e¢) and 16

of the Lease, and in the event of a termination of the Lease pursuant
to Section 9(b) thereof, to sue for and receive damages under the
Lease payable under Section 9(c) of the Lease, and (i1) in respect

of all indemnitles provided in the Lease for the benefit of the
Vendee, but the reservation in this clause (ii) shall not prevent

any suit and recovery by the Agent under the Lease in respect of all
indemnities provided in the Lease for the benefit of the Vendor and
1ts assigns. In furtherance of the foregoing assignment, the Company
hereby irrevocably authorizes and empowers the Agent in its own name,
or in the name of its nominee, or in the name of the Vendee or as

1ts attorney, to ask, demand, sue for, collect and receive any and
all sums to which the Vendee is or may become entitled under the

Lease, and to enforce compliance by the Lessee with all the terms
and provislons of the Lease.

2. Assignment As Security. The assignment made hereby
is executed only as security, and, therefore, the execution and
delivery of this Assignment shall not subject the Agent to, or
transfer, or pass, or in any way affect or modify, the liability
of the Vendee under the Lease, it being understood and agreed that
notwithstanding such assignment, or any subsequent assignment,
all obligations of the Vendee to the Lessee under the Lease shall
be and remain enforceable by the Lessee, 1ts successors and assigns,
against, and only against, the Vendee.

3. Agent May Perform Vendee's Obligations. The Vendee
covenants and agrees that it will perform all of 1ts obligations
to be performed under the terms of the Lease, and hereby irrevocably
authorizes and empowers the Agent, in its own name, or in the name
of its nominee, or in the name of the Vendee, as its attorney, on
the happening of any failure by the Vendee, to perform, or cause
to be performed, any such obligation, all at the Vendee's expense.

4, Termination of Assignment. Upon the full discharge
and satisfaction of the Liabilities of the Vendee under the Con-
ditional Sale Agreement, the assignment made hereby and all rights
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herein assigned to the Agent shall cease and terminate, and all
estate, right, title and interest of the Agent in and to the Lease
shall revert to the Vendee.

5. Covenants and Warranties of Vendee. The Vendee
warrants and covenants that (a) the execution and delivery by the
Vendee of the Conditional Sale Agreement, the Lease and this Lease
Assignment and Agreement have each been duly authorized, and the
Conditional Sale Agreement, the Lease, and this Lease Assignment
and Agreement are and will remain the valld and binding obligations
of the Vendee in accordance with their terms; (b) the Vendee has
not executed any other assignment of the Lease and its right to
receive all payments under the Lease is and will continue to be
free and clear of any and all liens, agreements or encumbrances
(except this Assignment) created or suffered by any act or omission
on the part of the Vendee (other than any act or omission in re-
spect of which the Lessee has assumed responsibllity under the
Lease), and the Vendee has received no advance rental payments
under the Lease; (c¢) notwithstandlng thils assignment the Vendee
will conform and comply with each and all of the covenants and
conditions in the Lease set forth to be complied with by it and
(d) to the knowledge of the Vendee, it has performed all obli-
gations on its part to be performed under the Lease on or prior
to the date hereof and there has not occurred on or prior to the
date hereof any Event of Default (as that term is defined in the
Lease). Except as expressly set forth in the Conditional Sale
Agreement, the Vendee has not made any representations or warrantles
to the Agent or the Investors with respect to the transactions
contemplated hereby and none shall be implied.

6. Indemnities of Vendee. The Vendee covenants and
agrees with the Agent that 1n any suit, proceeding or action brought
by the Agent under the Lease for any installment of, or interest
on, any rental or other sum owing thereunder, or to enforce any
provisions of such Lease, the Vendee willl save, indemnify and
keep the Agent harmless from and against all expense, loss or
damage suffered by reason of any defense, setoff, counterclaim or
recoupment whatsoever of the Lessee thereunder or its successors,
arising out of a breach by the Vendee of any obligation under the
Lease or arising out of any other indebtedness or 1llability at any
time owing to the Lessee or its successors from the Vendee. Any
and all such obligations of the Vendee shall be and remain enforce-
able agalnst and only against the Vendee and shall not be enforce-
able against the Agent or any party or parties in whom any of the
rights of the Vendee under the Lease shall vest by reason of the
successlve assignments or transfers.
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7. Further Assurances. The Vendee will from time to time
execute all such financing statements and supplemental instruments
as the Agent may from time to time reasonably request in order to
confirm or further assure the assignment made hereby and the pro-
visions hereof.

8. Assignments by Agent. The Agent may assign all or any
of its rights under the Lease, including the right to receive any
payments due or to become due to it from the Lessee thereunder,
subject to the requirements of Paragraph 15 of the Finance Agree-
ment. In the event of any such assignment any such subsequent
or successive assignee or assignees shall, to the extent of such
assignment, enjoy all the rights and privileges and be subject to
all the obligations of the Agent hereunder.

9. Amendments to Lease. The Vendee agrees that it will
not, without the prior written consent of the Agent, enter into
any agreement amending, modifying or terminating the Lease and
that any attempted amendment, modification or termination thereof
without such consent shall be void.

10. Governing Law. This Lease Assignment and Agreement
shall be governed by the laws of the State of Illinois, but the
parties shall be entitled to all rights conferred by Section 20c
of the Interstate Commerce Act.

11. Successors and Assigns. This Lease Assignment and
Agreement shall be binding upon and inure to the benefit of the
parties hereto and the Investors and their respective successors
and assigns.

12. Notices. The Vendee shall cause copies of all
notices received in connection with the Lease to be promptly de-
livered to the Agent at Two Hopkins Plaza, P. 0. Box 2258,
Baltimore, Maryland 21203, Attention: Thomas E. Jones, or at
such other address as the Agent shall designate.

IN WITNESS WHEREOF, the Vendee has caused this instrument
to be executed in its corporate name pursuant to due corporate au-
thority and by duly authorized officers and its corporate seal to
be hereunto affixed and duly attested as of the date first above
written.
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ACCEPTED:

MERCANTILE SAFE DEPOSIT &
TRUST COMPANY

By”—E1;f2:§¥t;—;y44—46::

ACKNOWLEDGED:

CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY

By

Its (ige President

By T /2 (/a/léi

ice President

Its Assistant Corporate
Trust Officer
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STATE OF CALIFORNIA )

) S8
CITY AND COUNTY OF SAN FRANCISCO )

On this 4th  day of May , 1973, before me person-
ally appeared JORN E. O'CONNELL , to me personally

known, who, being by me duly sworn, says that he is PRESIDENT

of BECHTEL CONSTRUCTORS, INCORPORATED, that the seal affixed to

the foregoing instrument is the corporate seal of said corporation,
that sald instrument was signed and sealed on behalf of said corpora-
tion by authority of its Board of Directors, and he acknowledged

that the execution of the foregoing instrument was the free act
and deed of said corporation.

.lllll“lll‘lllllllllllllllllllllllllll!llllllll“lllllll! % N r
: o= BETTY L. VASIL W, 4 A %4 Z
£ (rufhs) NOTARY PUBLIC —- CALIFORNIA Nétary Public

S8 CITY AND COUNTY OF SAN FRANCISCO
LY 1 ) CDegich Boires May 25. 1976 2
illllllllllllllllllllllllllllllIlllllllllllll“l"lllllll-

My Commission Expires _ May 25, 1976
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LEASE OF RAILROAD EQUIPMENT

Dated as of April 1, 1973

between

CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY

as Lessee

and

BECHTEL CONSTRUCTORS, INCORPORATED

as Lessor
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LEASE OF RAILROAD EQUIPMENT dated as of April 1, 1973,
between CHICAGO AND NORTH WESTERN TRANSPORTATION COMPANY, a Delaware
corporation (hereinafter called the Lessee), and BECHTEL CONSTRUC-
TORS, INCORPORATED a corporation (hereinafter called the Lessor).

WHEREAS, the Lessor and the Lessee have entered into
a Conditional Sale Agreement dated as of April 1, 1973 (hereinafter
called the Security Documents), with PULLMAN INCORPORATED (PULLMAN-
STANDARD DIVISION) (hereinafter called the Builder), wherein the
Builder has agreed to manufacture, sell and deliver to the Lessor
the railroad equipment described in Schedule A hereto;

WHEREAS, the Bullder has assigned or will assign certain
of its interests in the Security Documents to MERCANTILE SAFE DEPOSIT
& TRUST COMPANY, as Agent (hereinafter, together with its successors
and assigns, referred to as the Vendor); and

WHEREAS, the Lessee desires to lease all the units of
said equipment, or such lesser number (hereinafter called the Units)
as are delivered and accepted and settled for under the Security
Documents on or prior to December 3, 1973 (hereinafter called the
Cut-0Off Date), at the rentals and for the terms and upon the condi-
tions hereinafter provided;

NOW, THEREFORE, in consideration of the premises and of
the rentals to be paid and the covenants hereinafter mentioned to
be kept and performed by the Lessee, the Lessor hereby leases the
Units to the Lessee upon the following terms and conditions, but,
upon default of the Lessee hereunder or under the Security Documents,
subject to all the rights and remedies of the Vendor under the
Security Documents:

Section 1. Delivery and Acceptance of Units. The Lessor
will cause each Unit to be delivered to the Lessee at the point
or points within the United States of America at which such Unit
is delivered to the Lessor under the Security Documents. Upon
such delivery, the Lessee will cause an inspector of the Lessee
to inspect the same, and 1f such Unit is found to be acceptable,
to accept delivery of such Unit and execute and deliver to
the Lessor a certificate of acceptance and delivery (hereinafter
called the Certificate of Delivery), statling that such Unit has
been Iinspected and accepted on behalf of the Lessee on the date of
such Certificate of Delivery and is marked in accordance with Section
4 hereof, whereupon such Unit shall be deemed to have been delivered
to and accepted by the Lessee and shall be subject thereafter
to all the terms and conditions of this Lease.




Section 2. Rentals. The Lessee agrees to pay to the
Lessor as rental for each Unit subject to this Lease 30 consecutive
semiannual rental payments payable on January 15 and July 15 of
each year commencing January 15, 1974 to and including July 15,
1988, an additional rental payment payable on July 15, 1973 in an
amount equal to the interest, 1f any, payable on such date to the
Vendor pursuant to the Security Documents, and a further additional
rental payable on July 15, 1973 or, for any Unit for which the
Closing Date occurs after July 15, 1973, on such Closing Date in
an amount equal to 0.3388164% of the Purchase Price of each such Unit.
The 30 consecutive semiannual rental payments shall each be in an
amount equal to 4.35676% of the Purchase Price of each Unit subject
to this Lease on each such Payment Date, provided, however, that
any and all sums paid by the Lessee pursuant to 1its guaranty obligations
set forth in Article 7 of the Security Documents not attributable ‘
to an Event of Default hereunder shall be thereupon deemed to have
been paid in reduction or satisfaction; to the extent thereof, of
any rental payments then or thereafter due or payable by the Lessee
to the Lessor under this Lease. As used in this Lease, the term
Purchase Price shall have the same meaning as set forth in the Security
Documents. The rentals expressed hereon assume that each Unit
has been placed in service by the Lessee on or prior to June 30,
1973, and in the event any Unit shall be placed in service following
that date, each semi-annual rental payment therefore shall be increased
to an amount equal to 5.31300% of the Purchase Price of such Unit
payable as otherwise provided above and the amount of the further
additional rental (which is in addition to the rental equal to
interest payable on the Security Documents on July 15, 1973) shall
be equal to 0.3388164% of the Purchase Price of such Unit payable
as otherwlse provided above.

The Lessor irrevocably instructs the Lessee to make all
payments provided for in this Lease other than payments due pursuant
to Section 16 hereof in Federal funds (including but not limited
to the payments required under Section 6 hereof) to the Vendor for
the account of the Lessor, on or before the date upon which such
payments are due and owing and the Lessee agrees so to do. On or
before the date upon which payments to the Vendor under the Security
Documents are due and owing, the Vendor is hereby irrevocably instructed
to apply funds received hereunder to make such payment to the Vendor
(or to any assignee of the Vendor pursuant to Section 6 of the Agreement
and Assignment between the Builder and the Vendor, dated as of April
1, 1973, under which the Security Documents are being assigned to
the Vendor). Such payments shall be applied by the Vendor to satisfy
the obligations of the Lessor under the Security Documents payable
at the time such payments are due hereunder (or within six days
thereafter) and, so long as no default under the Security Documents
shall have occurred and be continuing, any balance shall be paid
to the Lessor or as directed by the Lessor.



This Lease 1s a net lease and the Lessee shall not be
entitled to any abatement of rent, reduction thereof or setoff
against rent, including, but not limited to, abatements, reductions
or setoffs due or alleged to be due by reason of any past, present
or future claims of the Lessee against the Lessor under this Lease
or under the Securlty Documents, including the Lessee's rights
by subrogation under Article 7 thereof, or the Bullder or the Vendor
or otherwise; nor, except as otherwise expressly provided herein,
shall this Lease terminate, or the respective obligations of the
Lessor or the Lessee be otherwise affected, by reason of any defect
in or damage to or loss of possession or loss of use or destruction
of all or any of the Units from whatsoever cause, any liens, encum-
brances or rights of others with respect to any of the Units, the
prohibition of or other restriction against the Lessee's use of
all or any of the Units, the interference with such use by any person
or entity, the invalidity or unenforceability or lack of due authoriza-
tion of this Lease, any insolvency, bankruptcy, reorganization or
simllar proceeding against the Lessee, or for any other cause whether
similar or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention of the parties
hereto that the rents and other amounts payable by the Lessee hereunder
shall continue to be payable in all events in the manner and at
the times herein provided unless the obligation to pay the same
shall be terminated pursuant to the express provisions of this
Lease. To the extent permitted by applicable law, the Lessee hereby
walves any and all rights which it may now have or which at any
time hereafter may be conferred upon it by statute or otherwise, to
terminate, cancel, quilt or surrender the lease of any of the Units
except in accordance with the express terms hereof. Each rental
or other payment made by the Lessee hereunder shall be flnal and
the Lessee shall not seek to recover all or any part of such payment
from the Lessor for any reason whatsoever.

Section 3. Term of Lease. The term of this Lease as
to each Unit shall begin on the date of the delivery to and acceptance
by the Lessee of such Unit and, subject to the provisions of Sections
6, 9 and 12 hereof, shall terminate on the date on which the final
semiannual payment of rent in respect thereof 1s due hereunder.

Notwithstanding anything to the contrary contained herein,
all rights and obligations under this Lease and in and to the Units,
upon default by the Lessee hereunder, or under the Security Documents
in 1ts capacity as Guarantor or otherwise, are subject to the rights
of the Vendor under the Security Documents. If an event of default
should occur under the Security Documents, the Vendor may terminate
this Lease (or rescind its termination), all as provided therein,
unless the Lessee 1is not so in default under this Lease or under
the Security Documents.



Section 4. Identification Marks. The Lessee will cause
each Unit to be kept numbered with the identifying number set forth
in Schedule A hereto, or in the case of any Unit not there listed
such identifylng number as shall be set forth in any amendment
or supplement hereto extending this Lease to cover such Unit, and
will keep and maintain, plainly, distinctly, permanently and con-
spicuously marked on each side of each Unit, in letters not less
than one inch in height, the name of the Vendor fcllowed by the
words "Agent-Security Owner" or other appropriate words designated
by the Lessor, with appropriate changes thereof and additions thereto
as from time to time may be required by law in order to protect
the Lessor's and Vendor's respective interests in such Unit and
the rights of the Lessor under this Lease and of the Vendor under
the Security Documents. The Lessee will not place any such Unit
in operation or exercise any control or dominion over the same
until such name and words shall have been so marked on both sides
thereof and will replace promptly any such name and words which
may be removed, defaced or destroyed. The Lessee will not change
the identifying number of any Unit except in accordance with a
statement of new number or numbers to be substituted therefor,
which statement previously shall have been filed with the Vendor
and the Lessor and filed, recorded and deposited by the Lessee
in all public offices where this Lease and the Security Documents
shall have been filed, recorded and deposited.

Except as provided 1n the immediately preceding paragraph,
the Lessee willl not allow the name of any person, association or
corporation to be placed on any Unit as a designation that might
be interpreted as a claim of ownership; provided, however, that
the Lessee may allow the Units to be lettered with the names or
initials or other insignla customarily used by the Lessee or its
affiliates on railroad equipment used by them of the same or a
similar type for convenience of identification of their rights to
use the Units as permitted under this Lease.

Section 5. Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor from collection or
other charges and will be free of expense to the Lessor with respect
to the amount of any local, state, federal, or forelgn taxes (other
than (i) any United States Federal income taxes and excess profits
taxes [and, to the extent that the Lessor receives credit therefor
against its United States Federal income tax liability, any foreign
income tax] payable by the Lessor in consequence of the receipt of
payments provided for herein, (ii) the net cumulative aggregate
amount of all state and local income taxes, franchise taxes, excess
profits taxes and similar taxes measured by net income based on
the recelpt of payments provided for herein, up to the net cumula-
tive amount of such taxes measured by net income based on such
receipts which would by payable by the Lessor to the State of
California and the City and County of San Francisco without
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apportionment to any other state [for all purposes of this clause
(11) taxes paid to the State of California and the City and County
of San Francisco and taxes which would be payable thereto shall

be computed on the basils of straight-line depreciation], and (iii)
gross recelpts taxes measured by the receipt of payments provided
for herein payable by the Lessor to the State of California and

the City and County of San Francisco [except any such tax which is
in substitution for or relieves the Lessee from the payment of
taxes which it would otherwise be obligated to pay or reimburse

as herein provided]) or license fees, assessments, charges, fines
or penalties (all such expenses, taxes, license fees, assessments,
charges, fines and penalties being hereinafter called impositions)
hereafter levied or imposed upon or in connection with or measured
by this Lease or any sale, rental, use, payment, shipment, delivery
or transfer of title under the terms hereof or the Security Docu-
ments, all of which impositions the Lessee assumes and agrees to
pay on demand in addition to the payments to be made by it provided
for herein. The Lessee will also pay promptly all impositions which
may be imposed upon any Unit or for the use or operation thereof

or upon the earnings arising therefrom (except as provided above)
or upon the Lessor solely by reason of its ownership thereof and
will keep at all times all and every part of such Unit free and
clear of all impositions which might in any way affect the title

of the Lessor or result in a lien upon any such Unit; provided,
however, that the Lessee shall be under no obligation to pay any
impositions of any kind so long as it 1s contesting in good faith
and by appropriate legal proceedings such impositions and the non-
payment thereof does not, in the opinion of the Lessor, adversely
affect the title, property or rights of the Lessor hereunder or
under the Security Documents. If any impositions shall have been
charged or levied against the Lessor directly and paid by the Lessor,
the Lessee shall reimburse the Lessor on presentation of an invoice
therefor; provided, however, that the Lessee shall not be obligated
to reimburse the Lessor for any impositions so paild unless the Lessor
shall have been legally liable with respect thereto (as evidenced
by an opinion of counsel for the Lessor) or unless the Lessee shall
have approved the payment thereof.

In the event that the Lessor shall become obligated to
make any payment to the Buillder or the Vendor or otherwise pursuant
to Artlicle 5 of the Security Documents not covered by the foregoing
paragraph of this Section 5, the Lessee shall pay such additional
amounts (which shall also be deemed impositions hereunder) to the
Lessor as will enable the Lessor to fulfill completely its obliga-
tions pursuant to said Article 5.

In the event any reports with respect to impositions are
required to be made, the Lessee will either make such reports in
such manner as to show the interests of the Lessor and the Vendor
in such Units or notify the Lessor and the Vendor of such requirement
and make such reports in such manner as shall be satisfactory to
the Lessor and the Vendor.
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In the event that, during the continuance of this Lease,
the Lessee becomes liable for the payment or reimbursement of any
imposition, pursuant to this Section 5, such liability shall continue,
notwithstanding the expiration of this Lease, until all such imposi-
tions are palid or reimbursed by the Lessee.

Section 6. Payment for Casualty Occurrences; Insurance.
In the event that any Umit shall be or become worn out, lost, stolen,
destroyed, or, in the opinion of the Lessor and the Lessee, irreparably
damaged from any cause whatsoever, or taken or requisitioned by
condemnation or otherwise for a definite period exceeding the other-
wise then remaining term of this Lease (such occurrences being
hereinafter called Casualty Occurrences) during the term of this
Lease, the Lessee shall promptly and fully notify the Lessor and
the Vendor with respect thereto. On the rental payment date next
succeeding such notice, the Lessee shall pay to the Vendor for
the account of the Lessor, as provided in Sectlion 2 hereof, the
rental payment due and payable on such date plus a sum equal to
the Casualty Value (as hereinafter defined) of such Unit as of the
date of such payment in accordance with the schedule set out below.
Upon the making of such payment by the Lessee in respect of any
Unit, the rental for such Unit shall cease to accrue, the term of
this Lease as to such Unit shall terminate and the Lessee shall
be entitled to recover possession of such Unit.

The Casualty Value of each Unit as of any rental payment
date shall be that percentage of the Purchase Price of such Unit
as is set forth in the followlng schedule opposite such rental
payment date:

Payment Payment

Date Percentage Date Percentage
July 15, 1973 100.4168% July 15, 1981 63.9867%
January 15, 1974 101.0734% January 15, 1982 60.98029%
July 15, 1974 101.3743% July 15, 1982 57.8563%
January 15, 1975 101.8004% January 15, 1983 54.6356%
July 15, 1975 102.2313% July 15, 1983 51.2938%
January 15, 1976 101.7291% January 15, 1984 47.9447%
July 15, 1976 101.1464% July 15, 1984 4yl 48159
January 15, 1977 ~  94.7691% January 15, 1985 41.0208¢%
July 15, 1977 93.0887% July 15, 1985 37.U817%
January 15, 1978 91.1731% January 15, 1986 33.8769¢%
July 15, 1978 89.1472% July 15, 1986 30.1895%
January 15, 1979 82.0061% January 15, 1987 26.5228¢%
July 15, 1979 79.6T46% July 15, 1987 22.7282%
January 15, 1980 77.1662% January 15, 1988 18.9613%

July 15, 1980 T4.5488% July 15, 1988
January 15, 1981 66.8687% and thereafter 15.25009%



Except as hereinabove in this Section 6 provided, the Lessee
shall not be released from its obligations hereunder in the event
of, and shall bear the risk of, any Casualty Occurrence to any Unit
after delivery to and acceptance thereof by the Lessee hereunder.

The Lessee will;, at all times while this Lease is in
effect, at its own expense, cause to be carried and maintained fire
and extended coverage insurance in respect of the Units at the time
subject hereto, and public 1liability insurance, in amounts (including
deductibles) and against risks comparable to those insured against
by the Lessee on equipment owned by it and the benefits thereof
shall be payable as provided in the Security Documents and to furnish
appropriate evidence of such insurance coverage upon request of
the Lessor. Any damages receivable from others, any condemnation
payments and any net insurance proceeds in respect of fire and
extended coverage insurance carried by the Lessee received by the
Lessor in respect of Units suffering a Casualty Occurrence (all
hereinafter collectively referred to as Recoveries) shall be deducted
from the amounts payable by the Lessee to the Lessor in respect
of Casualty Occurrences pursuant to this Section 6. The excess
of such damages received from others or condemnation payments, if
any, after deduction of such payments received from the Lessee in
respect of Casualty Occurrences, shall belong to the Lessor and
the excess of such net insurance proceeds, after deduction of such
payments received from the Lessee 1in respect of Casualty Occurrences,
shall belong to the Lessor. If the Lessor shall receive any such
Recoveries after the Lessee shall have made payments pursuant to
this Section 6 without deduction for such Recoveries, the Lessor
shall pay such Recoveries to the Lessee to the extent of such payments
by the Lessee. Upon payment of the Casualty Value of such Unit,
the title to such Unit, subject to the rights of the Vendor under
the Security Documents, shall pass to and vest in the Lessee.

All proceeds of fire and extended coverage insurance received
by the Lessor in respect of insurance carried on any Unit or Units
not suffering a Casualty Occurrence shall be pald to the Lessee
upon proof satisfactory to the Lessor that any damage to such Unit
in respect of which such proceeds were paid has been fully repaired.

In the event that during the term of this Lease the use
of any Unit 1s requisitioned or taken by any governmental authority
by condemnation or otherwise for a definite period which does not
exceed the then remaining term of this Lease or for an indefinite
period, the Lessee's obligation to pay rent shall continue for the
duration of such requisitioning or taking. The Lessee shall be



entitled to receive and retain for its own account all sums

payable for any such period by such governmental authority as com-
pensation for requisitioning or taking of possession to an amount
equal to the rent paid or payable hereunder for such period, and
the balance, if any, shall be payable to and retained by the Lessor
as its sole property.

Section 7. Annual Reports. On or before March 31 1in
each year, commencing with the calendar year which begins after
the expiration of 120 days from the date of this Lease, the Lessee
will furnish to the Lessor and the Vendor an accurate statement
(a) setting forth as at the preceding December 31 the amount, des-
cription and numbers of all Units then leased hereunder and covered
by the Security Documents, the amount, description and numbers of
all Units that have suffered a Casualty Occurrence during the preceding
calendar year (or since the date of this Lease 1in the case of the
first such statement) and such other information regarding the
condition and state of repair of the Units as the Lessor or the
Vendor may reasonably request and (b) stating that, in the case
of all Units repainted or repaired during the period covered by
such statement, the numbers and the markings required by Section
4 hereof and Article 9 of the Security Documents have been pre-
served or replaced. The Lessor shall have the right by its agents,
to inspect the Units and the Lessee's records with respect thereto
at such reasonable times as the Lessor may request during the contin-
uvance of this Lease. ’

Section 8. Disclaimer of Warranties; Compliance with
Laws and Rules: Maintenance; Indemnification. THE LESSOR MAKES
NO WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO
THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE MATERIAL,
EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED TO THE LESSEE
HEREUNDER, AND THE LESSOR MAKES NO WARRANTY OF MERCHANTABILITY
OR FITNESS OF THE UNITS FOR ANY PARTICULAR PURPOSE OR AS TO TITLE
TO THE UNITS OR ANY COMPONENT THEREOF, it being agreed that all
such risks, as between the Lessor and the Lessee, are to be borne
by the Lessee; but the Lessor hereby irrevocably appoints and con-
stitutes the Lessee 1ts agent and attorney-in-fact during the term
of this Lease to assert and enforce from time to time, in the name
of and for account of the Lessor and/or the Lessee, as their interests
may appear, at the Lessee's sole cost and expense, whatever claims
and rights the Lessor may have, as Vendee, under the provisions
of Article 13 of the Security Documents. The Lessee's delivery
of a Certificate of Delivery shall be conclusive evidence as between
the Lessee and the Lessor that all Units described therein are
in all the foregoing respects satisfactory to the Lessee, and the
Lessee will not assert any claim of any nature whatsoever against
the Lessor based on any of the foregoing matters.
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The Lessee agrees,; for the beneflt of the Lessor and the
Vendor, to comply in all respects (including, without limitation,
with respect to the use, maintenance and operation of each Unit)
with all laws of the jurisdictions in which 1ts operations involving
the Units may extend, with the interchange rules of the Association
of American Railroads and with all lawful rules of the Department
of Transportation, the Interstate Commerce Commission and any other
legislative, executive, administrative or Judiclal body exercising
any power or Jjurisdlction over the Units, to the extent that such
laws and rules affect the title, operation or use of the Units,
and in the event that such laws or rules require any alteration
of any Unit, or in the event that any equipment or appliance is
required to be installed on any such Unit in order to comply with
such laws or rules, the Lessee will make such alterations, changes,
replacements and additions at its own expense; provided, however,
that the Lessee may, in good faith, contest the validity or application
of any such law or rule in any reasonable manner which does not,
in the opinion of the Lessor or the Vendor, adversely affect the
property or rights of the Lessor or the Vendor under this Lease
or under the Security Documents.

The Lessee agrees that, at its own cost and expense, it
will maintain and keep each Unit in good order and repair.

Any and all additions to any Unit (except, in the case
of any Unit which 1s a locomotlve, communications, signal and auto-
matic control equipment or devices having a similar use which have
been added to such Unit by the Lessee, the cost of which is not
included in the Purchase Price of such Unit and which are not required
for the operation or use of such Unit by the Interstate Commerce
Commission, the Department of Transportation or any other applicable
regulatory body), and any and all parts installed on and additions
and replacements made to any Unit shall constitute accessions to
such Unit and, at the cost and expense of the Lessee, full ownership
thereof free from any lien, charge, security interest or encumbrance
(except for those created by the Security Documents) shall immediately
be vested in the Lessor and the Vendor as their respective interests
appear in the Unit itself; provided that the Lessee may, upon the
expiration of the original term of this Lease, remove any such additions
to any Unit made at the expense of the Lessee, but only if such
removal does not damage the Unit.

The Lessee agrees to indemnify, protect and hold harmless
the Lessor and the Vendor from and against all losses, damages,
injuries, liabilities, claims and demands whatsoever {including
without limitation, claims based on strict liability in tort),
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regardless of the cause thereof, and expenses in connection therewith,
including, but not limited to, counsel fees and expenses, patent
liabilities, penaltlies and interest, arising out of or as the result
of the entering into or the performance of the Security Documents

or this Lease, the ownership of any Unit, the ordering, acquisition,
use, operation, condition, purchase, delivery, rejection, storage

or return of any Unit or any accident in connection with the operation,
use, condition, possession, storage or return of any Unit resulting

in damage to property or injury or death to any person, except

as otherwlse provided in Section 15 of this Lease. The indemnities
arising under this paragraph shall continue in full force and effect
notwithstanding the full payment of all obligations under this Lease
or the termination of this Lease.

The Lessee agrees to prepare and dellver to the Lessor
within a reasonable time prior to the required date of filing (or,
to the extent permissible, file on behalf of the Lessor with a copy
to the Lessor) any and all reports (other than income tax returns)
to be filed by the Lessor with any federal, state or other regulatory
authority by reason of the ownership by the Lessor or the Vendor
of the Units or the leasing thereof to the Lessee. 1In the event
that the Lessor is required to file any income tax return in any
state or locality (other than the State of California or the City
and County of San Francisco) with respect to items of income, deductions
and credits attributable to the Units or the rentals hereunder,
the Lessee, to the extent reasonably requested by the Lessor shall
furnish to the Lessor in connection with such filing, such information
as 1s then available to the Lessee from its books and records.

Section 9. Default. If, during the continuance of this
Lease, one or more of the following events (each such event being
hereinafter sometimes called an Event of Default) shall occur:

A. default shall be made 1n payment of any
part of the rental provided in Section 2 hereof and
such default shall continue for five days;

B. the Lessee shall make or permit any
unauthorized assignment or transfer of this Lease or
of possession of the Units, or any thereof;

C. default shall be made in the observance or
performance of any other of the covenants, condi-
tions and agreements on the part of the Lessee con-
tained herein or in the Security Documents and such
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default shall continue for 25 days after written
notice from the Lessor to the Lessee specifying the
default and demanding that the same be remedied; or

D. any proceedings shall be commenced by or
against the Lessee for any relief which includes,
or might result in, any modification of the obli-
gations of the Lessee hereunder or under the Secu-
rity Documents under any bankruptcy or insolvency
laws, or laws relating to the relief of debtors,
readjustments of indebtedness, reorganizations,
arrangements, compositions or extenslions, and,
unless such proceedings shall have been dismissed,
nullified, stayed or otherwise rendered ineffective
(but then only so long as such stay shall continue
in force or such ineffectiveness shall continue),
all the obligations of the Lessee under thls Lease
and under the Security Documents shall not have been
duly assumed in writing, pursuant to a court order
or decree, by a trustee or trustees or receiver or
recelvers appointed for the Lessee or for the prop-
erty of the Lessee in connection with any such pro-
ceedings 1n such manner that such obligations shall
have the same status as obligations incurred by
such a trustee or trustees or receiver or receivers,
within 30 days after such appointment, if any, or
60 days after such proceedings shall have been com-
menced, whichever shall be earlier;

then, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or
actions elther at law or in equity, to enforce per-
formance by the Lessee of the applicable covenants
of this Lease or to recover damages for the breach
thereof; or

(b) by notice in writing to the Lessee termi-
nate thls Lease, whereupon all rights of the Lessee
to the use of the Units shall absolutely cease and
terminate as though this Lease had never been made,
but the Lessee shall remain liable as herelnafter
provided; and thereupon the Lessor may by its agents
enter upon the premises of the Lessee or other
premises where any of the Units may be and take
possession of all or any of such Unlits and thence-
forth hold, possess and enjoy the same free from
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any right of the Lessee, or its successors or
assigns, to use the Units for any purposes whatever;
but the Lessor shall, nevertheless, have a right to
recover from the Lessee any and all amounts which
under the terms of this Lease may be then due or
which under the terms of this Lease may be then due
or which may have accrued to the date of such ter-
mination (computing the rental for any number of

days less than a full rental period by multiplying
the rental for such full rental period by a fraction
of which the numerator is such number of days and

the denominator 1s the total number of days in such
full rental period) and also to recover forthwith
from the Lessee (1) as damages for loss of the bar-
gain and not as a penalty, a sum, with respect to
each Unit, which represents the excess of (x) the
present value, at the time of such termination, of
the entire unpaid balance of all rental for such

Unit which would otherwise have accrued hereunder
from the date of such termination to the end of the
term of thils Lease as to such Unit over (y) the then
present value of the rentals which the Lessor reason-
ably estimates to be obtainable for the Unit during
such perlod, such present value to be computed in each
case on the basis of 2 5% per annum discount, compounded
semiannually from the respective date upon which rentals
would have been payable hereunder had this Lease not
been terminated, and (11) any damages and expenses,
including reasonable attorneys' fees, 1n addition
thereto which the Lessor shall have sustained by
reason of the breach of any covenant or covenants

of this Lease other than for the payment of rental,
and '

(¢c) 1In the event of any such termination and
whether or not the Lessor shall have exercised or shall
thereafter exercise any of 1ts other rights under para-
graph (b) above, the Lessor shall have the right to
recover from the Lessee an amount which, after deduction
of all taxes required to be paid by the Lessor in re-
spect of the receipt thereof under the laws of the
United States of America or any political subdivision there-
of, calculated on the highest effective Federal, state
and local income tax and/or excess profit tax rates
then generally applicable to the Lessor before deduction

~12-



of any investment c¢redit and including therein the effect
of any applicable surtax, surcharge and/or other tax

or charge related thereto, and deducting from any such
Federal taxes the amount which results from multiplying
the said highest effective rates of such Federal taxes

by the amount of any such state and local tax (such rates
as so calculated being hereinafter in this Lease called
the "Applicable Rates") shall be equal to the following:

(1) an amount equal to any portion of the
7% investment credit with respect to the Purchase
Price of the Units as provided in Sectilon 38 and
related sections of the Internal Revenue Code of
1954, as amended, with respect to the calendar
year 1973 (hereinafter called the "Invest-
ment Credit"), lost, not claimed, not available
for claim, disallowed or recaptured by or from the
Lessor as a result of the breach of one or more
of the representations, warranties and covenants
made by the Lessee in section 16 hereof or any
other provision of thls Lease or the sale or other
dlsposition of the Lessor's interest in any Unit
after the occurrence of an Event of Default; plus

(2) such sum as, in the reasonable opinion
of the Lessor, will cause the Lessor's net return
under this Lease to be equal to the net return
that would have been available to the Lessor if
such termination by default had not occurred; plus

(3) an amount equal to the interest and
penalty assessed against the Lessor by the United
States based on disallowance in whole or in part
for any taxable year of the Investment Credit
contemplated in paragraph (1) above and/or the
ADR Deduction (as defined in Section 16a hereof),
and/or the interest deduction referred to in
Section 1l6a.

Anything in this Section 9 to the contrary notwithstanding,
any default in the observance or performance of any covenant, condi-
tion or agreement on the part of the Lessee, other than the loss of
the Units as described in Section 6, which results solely in the
loss by the Lessor of, or the loss by the Lessor of the right to
claim, or the disallowance with respect to the Lessor of all or
any portion of the Investment Credit, ADR Deduction or such interest
deduction shall be for all purposes of this Lease deemed to be
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cured if the Lessee shall, on or bhefore the next rental payment date
after written notice from the Lessor of the loss, or the loss of the
right to claim, or the disallowance of the Investment Credit, ADR
Deduction or such interest deduction in respect of such Unit, agree
to pay to the Lessor the revised rental rate in respect of such

Unit determined as provided in Section 16e hereof.

The remedies in thils Lease provided in favor of the Lessor
shall not be deemed exclusive, but shall be cumulative, and shall
be 1n addition to all other remedies in 1ts favor existing at law
or in equity. The Lessee hereby waives any mandatory requirements
of law, now or hereafter in effect, which might 1imit or modify
the remedies herein provided, to the extent that such waiver is
permitted by law. The Lessee hereby walves any and all existing
or future claims to any offset against the rental payments due
hereunder, and agrees to make rental payments regardless of any
offset or claim which may be asserted by the Lessee or on its
behalf.

The failure of the Lessor to exercise the rights granted
it hereunder upon the occurrence of any of the contingencies set
forth herein shall not constitute a waiver of any such right upon
the continuation or recurrence of any such contingencies or similar
contingencles.

Section 10. Return of Units Upon Default. If thls Lease
shall terminate pursuant to Section 9 hereof, the Lessee shall
forthwith deliver possession of the Units to the Lessor. For the
purpose of delivering possession of any Unit or Units to the Lessor

as above requlred, the Lessee shall at its own cost, expense and risk:

(a) forthwith place such Units upon such
storage tracks of the Lessee as the Lessor
reasonably may designate;

(b) permit the Lessor to store such Units
on such tracks at the risk of the Lessee until
such Units have been sold; leased or otherwise
disposed of by the Lessor; and

(c) transport the same to any place on
the lines of rallroad operated by the Lessee
or any of its affiliates or to any connecting
carrier for shipment, all as directed by the
Lessor.
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The assembllng, delivery, storage and transporting of the Units
as hereinbefore provided shall be at the expense and risk of the
Lessee and are of the essence of this Lease, and upon application
to any court of equity having Jurisdilction in the premises the Lessor
shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so to assemble, deliver,
store and transport the Units. During any storage period, the Lessee
wlll permit the Lessor or any person designated by it, including
the authorized representative or representatives of any prospective
purchaser of any such Unit, to inspect the same.

Without in any way limiting the obligation of the Lessee
under the foregoing provisions of this Section 10, the Lessee hereby
irrevocably appoints the Lessor as the agent and attorney of the
Lessee, with full power and authority, at any time while the Lessee
1s obligated to deliver possession of any Unit to the Lessor, to
demand and take possession of such Unit in the name and on behalf
of the Lessee from whomsoever shall be in possession of such Unit
at the time.

Section 11. Assignment; Possession and Use. This Lease
shall be assignable in whole or in part by the Lessor without the
consent of the Lessee, but the Lessee shall be under no obligation
to any assignee of the Lessor except upon written notice of such
assignment from the Lessor. All the rights, powers, privileges,
immunities, benefits and advantages of the Lessor hereunder (includ-
ing, but not limited to, the rights under Sections 5, 6, 9 and 17
and the rights to receive the rentals payable under this Lease) shall
inure to the benefit of the Lessor's assigns (including the partners
or any beneficliary of any such assignee if such assignee 1s a partner-
ship or a trust, respectively). Whenever the term Lessor is used
in this Lease it shall apply and refer to each such assignee of the
Lessor. Wherever the term Lessor is used in Sections 5, 9(e¢) and
16 of this Lease, it shall include, but not be limited to, Bechtel
Constructors, Incorporated and all other corporations for which a
consolidated return or any other combined return or report which
includes Bechtel Constructors, Incorporated is permitted to be
filed and 1s filed for federal, state or local tax purposes.

So long as the Lessee shall not be in default under this
Lease or under the Security Documents in its capacity as Guarantor
or otherwise;, the Lessee shall be entltled to the possession and
use of the Units in accordance with the terms of this Lease and
the Security Documents, but, without the prior written consent
of the Lessor, which shall not be unreasonably withheld, the Lessee
shall not assign or transfer 1ts leasehold interest under this Lease
in the Units or any of them. The Lessee, at its own expense, will
promptly pay or discharge any and all sums claimed by any party
which, if unpald, might become a lien, charge, security interest
or other encumbrance (other than an encumbrance resulting from claims
against the Lessor or the Vendor not related to the ownership of
the Units) upon or with respect to any Unit, including any accession
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thereto, or the interest of the Lessor, the Vendor or the Lessee
therein, and will promptly discharge any such lien; claim, security
interest or encumbrance which arises. This covenant will not be
deemed breached by reason of liens for taxes, assessments or govern-
mental charges or levies, in each case not due and delinquent, or
undetermined or inchoate materialmen's, mechanics', workmen's, repair-
men's or other 1like liens arising in the ordinary course of business
and, 1n each case, not delinquent. The Lessee shall not, without
the prior written consent of the Lessor, part with the possession

or control of, or suffer or allow to pass out of its possession

or control, any of the Units, except to the extent permitted by

the provlsions of the immediately succeeding paragraph; provided,
however, that the Lessee may sublease any of the Units for a sub-
lease term not to exceed six months to any person, firm or cor-
poration which is a citizen of, or 1is organized under the laws of,
the United States of America or any state thereof for service in
regular operation within the Unlted States of America so long as such
sublease shall be subject to the terms and provisions of this Lease.
No assignment or sublease entered into by the Lessee hereunder shall
relieve the Lessee of any liabllity or obligation hereunder which
shall be and remain those of a principal and not a surety.

So long as the Lessee shall not be in default under this
Lease or under the Security Documents in 1ts capacity as Guarantor
or otherwise, the Lessee shall be entitled to the possession of
the Units and to the use of the Units by it or any affiliate upon
lines of railroad owned or operated by it or any such affiliate
or upon lines of rallroad over which the Lessee or any such affi-
liate has trackage or other operating rights or over which railroad
equipment of the Lessee or any such affiliate 1s regularly operated
pursuant to contract, and also to permit the use of the Units upon
connecting and other carriers in the usual interchange of traffic,
but only upon and subject to all the terms and conditions of this
Lease and the Security Documents; provided, however, that the Lessee
shall not assign or permit the asslignment of any Unlt to service
involving the regular operation and mailntenance thereof outside
the United States of America. The Lessee may recelve and retain
compensation for such use from other railroads so using any of
the Units.

Nothing in this Section 11 shall be deemed to restrict
the right of the Lessee to assign or transfer its leasehold interest
under this Lease in the Units or possesslon of the Units to any
rallroad corporation incorporated under the laws of any state of
the United States of America or the District of Columbia (which
shall have duly assumed the obligations of the Lessee hereunder
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and under the Security Documents) into or with which the Lessee

shall have become merged or consolldated or which shall have acquired
or leased all or substantially all of the lines of railroad of the
Lessee, provided that such assignee or transferee will not, upon

the effectiveness of such merger or consolidation, be in default
under any provision of this Lease.

Section 12. Purchase and Renewal Option. Except as
hereafter expressly provided in this Section 12, and provided that
this Lease has not been earlier terminated and the Lessee is not
in default hereunder, the Lessee may by written notlice delivered
to the Lessor not less than six months prior to the end of the original
term (or, in the case of extension of the term of this Lease pursuant
to clause (a) of this paragraph, any renewal term) of this Lease
elect (a) to extend the term of this Lease in respect of all, but
not fewer than all, of such Units then covered by this Lease, for
not more than two successive filve-year perlods commencing on the
scheduled expiration of the original term of this Lease or any re-
newal term pursuant to this clause (a), at a rental payable semi-
annually, in arrears, each such payment during the first five year
renewal period to be in an amount equal to 1.50113% of the Purchase
Price of each Unit subject to this Lease on each such date, each
such payment during the second five-year renewal period to be in
an amount equal to 1.07223% of the Purchase Price of each Unit subject
to this Lease on each such date, all such semiannual payments to
be made on the business day next preceding January 15 and July 15
in each year of the applicable extended term for the semiannual period
then ending or (b) to purchase all, but not fewer than all, of such
Units then covered by this Lease at the end of such original or
renewal term of this Lease for a purchase price equal to the "Fair
Market Value" of such Units as of the end of such term. It 1s
understood that each of the 30 consecutive semlannual rental payments

of 4.35676% of the Purchase Price of each Unit provided for in
Section 2 hereof includes an amount equal to 0.06783% of such Pur-

chase Price as a result of a determination that the shortest asset
depreciatlon period of the Units should be 12 years and not 11 years,
and that the renewal rentals provided for in clause (a) of this
paragraph have been determined be reference to the 4.35676% figure
as reduced by the 0.06783% figure.

Fair Market Value shall be determined on the basis of,
and shall be equal in amount to, the value which would obtain in
an arm’s-~length transaction between an informed and willing buyer
under no compulsion to buy and an informed and willing seller under
no compulsion to sell and, in such determination, costs of removal
from the location of current use shall not be a deduction from
such value; provided that the value of any addition made by the
Lessee to any Unit at the Lessee's expense shall be deducted in
determining the Fair Market Value of such Unit, whether or not such
addition is removable from the Unlt by the Lessee pursuant to Sec-
tion 8 hereof. If on or before four months -prior to the expiration
of the original or any renewal term of this Lease, the Lessor and
the Lessee are unable to agree upon a determination of the Fair
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Market Value of the Units, such value shall be determined in accord-
ance with the foregoing definition by a qualified independent Appraiser.
The term Appralser shall mean such independent appralser as the
Lessor and the Lessee may mutually agree upon, or, failing such
agreement, the majority of a panel of three independent appraisers,
one of whom shall be selected by the Lessor, the second by the
Lessee and the third designated by the first two so selected. The
Appraiser shall be instructed to make such determination within

a period of 30 days following appointment, and shall promptly com-
municate such determination in writing to the Lessor and the Lessee.
The determination so made shall be conclusively binding upon both
Lessor and Lessee. The expenses and fee of the Appraiser shall

be borne ratably by the Lessor and the Lessee.

Upon payment of the purchase price described above, the
Lessor shall upon request of the Lessee execute and deliver to
the Lessee, or to the Lessee's assignee or nominee, a bill of sale
(without representations or warranties except that such Units are
free and clear of all claims, liens, security interests and other
encumbrances by or in favor of any person claiming by, through
or under the Lessor) for such Units, and such other documents as
may be required to release such Units from the terms and scope
of this Lease and to transfer title .thereto to the Lessee or such
assignee or nominee, in such form as may reasonably be requested
by the Lessee, all at the Lessee's expense.

Section 13. Return of Units Upon Expiration of Term.
As soon as practicable on or after the expiration of the term of
this Lease with respect to any Unit, the Lessee will (unless the
Unit is sold to the Lessee), at its own cost and expense, at the
request of the Lessor, deliver possession of such Unit to the Lessor
upon such storage tracks of the Lessee as the Lessee may designate
(but in not more than three locations), or, in the absence of such
designation, as the Lessor may select, and permit the Lessor to
store such Unit on such tracks for a period not exceeding three
months and transport the same, at any time within such three-month
period, to any reasonable place on the lines of railroad operated
by the Lessee, or to any connecting carrier for shipment; all as
directed by the Lessor; the movement and storage of such Unit to
be at the expense and risk of the Lessee. During any such storage
period the Lessee will permit the Lessor or any person designated
by it, including the authorized representative or representatives
of any prospective purchaser of such Unit, to inspect the same;
provided, however, that the Lessee shall not be liable, except in
the case of negligence of the Lessee or of its employees or agents,
for any injury to, or the death of, any person exercislng, either
on behalf of the Lessor or any prospective purchaser, the rights
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of inspection granted under this sentence. The assembling, delivery,
storage and transporting of the Units as hereinbefore provided are
of the essence of this Lease, and upon application to any court

of equity having jurisdiction in the premises, the Lessor shall

be entitled to a decree against the Lessee requiring specific per-
formance of the covenants of the Lessee so to assemble, deliver,
store and transport the Units. If Lessor shall elect to abandon
any Unit which has suffered a Casualty Occurrence or which after
the expiration of this Lease the Lessor shall have deemed to have
suffered a Casualty Occurrence, it may deliver written notice to
such effect to the Lessee and the Lessee shall thereupon assume
and hold the Lessor harmless from all 1iability arising in respect

. of any responsibility of ownership thereof, from and after receipt

of such notice. The Lessor shall execute and deliver to the Lessee

a bill of sale or bills of sale transferring to the Lessee, or

upon its order, the Lessor's title to and property in any Unit abandon-
ed by 1t pursuant to the immedlately preceding sentence. The Lessee
shall have no 1liability to the Lessor in respect of any Unit abandoned
by the Lessor after termination of the Lease; provided, however,

that the foregoing clause shall not in any way relieve the Lessee

of 1ts obligations pursuant to Section 6 hereof to make payments

equal to the Casualty Value of any Unit experiencing a Casualty
Occurrence while this Lease 1s in effect.

Section 14. Opinion of Counsel. On each Closing Date
(as deflined in the Security Documents), the Lessee will deliver

to the Lessor seven counterparts of the written opinion of counsel
for the Lessee, addressed to the Lessor and the Vendor, in scope

and substance satisfactory to the Lessor, the Vendor and their
regpective counsel, to the effect that:

A. the Lessee 1s a corporation legally incor-
porated, validly existing and in good standing
under the laws of its state of incorporation
(specifying the same) with adequate corporate
power to enter into the Security Documents and
this Lease;

B. the Security Documents and this Lease have
been duly authorized, executed and dellivered by the
Lessee and constitute valid, legal and binding
agreements of the Lessee, enforceable 1n accordance
with thelr respective terms;
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C. the Security Documents (and the assign-
ment thereof to the Vendor) and this Lease have
been duly flled and recorded with the Interstate
Commerce Commisslon pursuant to Section 20c¢ of
the Interstate Commerce Act and such filing and
recordation will protect the Vendor's and the
Lessor's interests in and to the Units and no
filing, recording or deposit (or giving of notice)
with any other federal, state or local government
is necessary in order to protect the interests of
the Vendor or the Lessor 1n and to the Units;

D. no consent, approval or filing is required
from any public regulatory body with respect to the
entering into or performance of the Security Docu-
ments or this Lease;

E. the entering into and performance of the
Security Documents or this Lease will not result
in any breach of, or constitute a default under,
any indenture, mortgage, deed of trust, bank loan
or credit agreement or other agreement or instru-
ment to whlch the Lessee i1s a party or by which
it may be bound; and

F. no mortgage, deed of trust, or other lien
of any nature whatsoever which now covers or affects,
or which may hereafter cover or affect, any property
or Interests therein of the Lessee, now attaches
or hereafter will attach to the Units or in any
manner affects or will affect adversely the Vendor's
or Lessor's respective interests therein; provided,
however, that such liens may attach to the rights
of the Lessee hereunder in and to the Units.

Section 15. Recording; Expenses. The Lessee will at

its own expense cause this Lease, the Security Documents and any
assignment hereof or thereof to be filed and recorded with the Inter-
state Commerce Commission in accordance with Section 20c¢ of the
Interstate Commerce Act, and make suitable arrangements to have

such instruments deposited with the Reglstrar General of Canada
pursuant to Section 86 of the Railway Act of Ganada and to publish
notice of such in the Canada Gazette pursuant to said Section 86.

The Lessee will undertake the filing, registering, deposit, and
recording required of the Lessor under the Security Documents and
will from time to time do and perform any other act and will execute,
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acknowledge, deliver, file, register, record (and will refile, reregis-
ter, deposit and redeposit or re-record whenever required) any and

all further instruments required by law or reasonably requested

by the Lessor or the Vendor for the purpose of proper protection,

to thelr satisfactlion, of the Vendor's and the Lessor’s respective
interests in the Units, or for the purpose of carrying out the in-
tention of this Lease, the Security Documents or the assignment
thereof to the Vendor; and the Lessee will promptly furnish to the
Vendor and the Lessor evidences of all such filing, registering,
depositing or recording, and an opinion or opinions of counsel for

the Lessee with respect thereto satisfactory to the Vendor and the
Lessor. This Lease and the Security Documents shall be filed and
recorded with the Interstate Commerce Commission prior to the delivery
and acceptance hereunder of any Unit.

The Lessor will pay the reasonable costs and expenses
involved in the preparation and printing of this Lease and the Sec-
urity Documents, and the costs and expenses of financing (including
legal, money placement and agent fees). The Lessor and the Lessee
will each bear the respective fees and disbursements, 1f any, of
their respective counsel.

Section 16. Federal Income Taxes. (a) Subject to the
provisions of Section 16(d) hereof, the Lessee represents, warrants
and agrees that the Lessor as the owner of the Units shall be entitled
to such deductions, credits and other benefits as are provided for
in the Code (as defined in Section 9 hereof) to an owner of property
including (without limitation) the Investment Credit and the ADR
Deduction (as herelnafter defined) with respect to the Units and the
Lessor shall be entitled to deductions for any interest payments
made pursuant to the Security Documents (such deductions, credits
and benefits being hereinafter called the "Tax Benefits"). The
term "ADR Deduction'" means the deduction in respect of the depre-
clation of each Unit over a 12 year life using the double declining
balance method switching to the sum of the years digits method pro-
vided in Section 167(b) of the Code down to 5% of the Purchase Price
under the regulations to be prescribed by the Secretary of the
Treasury or his delegate under Section 167(m) of the Code. If
the Lessor, in computing 1ts taxable income for any part of the
term of this Lease, shall lose, in whole or in part, the Tax Bene-
fits under any circumstances or for any reason whatsoever (includ-
ing but not limited to the occurrence of a change in or modifilca-
tion of law and including without limitation any change in or modifi-
cation of applicable treasury regulations or revenue procedures),
the Lessee shall pay the Lessor (except as provided in Section
16(c) hereof) as supplemental rent under this Lease, the amounts
provided in Section 16(€) hereof; provided that the Lessee shall not
be required to pay such sums 1f such loss results solely because
of the occurrence of any one or more of the following events:
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(1) a Casualty Occurrence shall occur with respect to
any Unit, and the Lessee shall pay in full the amounts required
to be paid pursuant to Section 6 hereof;

(11) a transfer by Lessor at any time of legal title to
a Unit to anyone, except as contemplated in the proper exercise
of the Lessor's remedles hereunder or of the Vendor's remedies
under the Conditional Sale Agreement upon the occurrence of an
Event of Default or a disposition by Lessor of any interest
in a Unit or a reduction by Lessor of its interest in the
rentals from any Unit, at any such time without the written
consent of Lessee, 1f such transfer by the Lessor or such
disposition or reduction by Lessor shall be the direct cause
of such loss;

(111) an amendment of the Conditional Sale Agreement
without the prilor written consent of Lessee, if such amend-
ment shall be the dlrect cause of such loss;

(iv) the fallure of the Lessor to have the corporate
status, or any tax status or any other qualification within
the sole control of the Lessor, necessary to claim or be entitled
to the Tax Benefits;

(v) the failure of Lessor to have sufficlent liability
for tax within the meaning of Section U46(a) of the Code against
which to credit such Investment Credit or sufficient income
to benefit from the ADR Deduction or the interest deductilon,
as applicable;

(vi) the failure of Lessor to claim the interest deduc-
tion or to claim the Investment Credit or ADR Deduction for
any Unit in its income tax returns for the approprilate year
or to follow the proper procedure in claiming such interest
deduction, Investment Credit or ADR Deductions in such tax
returns for such year, if such fallure to make such claim or
to follow such procedure, as the case may be, shall preclude
Lessor from claiming such interest deduction or such Investment
Credit or ADR Deduction;

(vii) the fallure of the Lessor to take timely or other

required action, as provided in Section 16(fY hereof, in contest-
ing a claim made by the Internal Revenue Service.
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(b) It is understood and agreed by the Lessor and the
Lessee that the Lessor will apply for a ruling (the "Ruling®) from
the Internal Revenue Service to the effect that for Federal income
tax purposes:

(1) the Lease constitutes a true Lease;

(11) the Lessor is the Lessor and the Lessee is the
Lessee under the Lease;

(1ii) the Units constitute "Section 38 Property" with
respect to which Lessor is entitled to claim the Investment
Credit in respect of the full purchase price of the Units;

(iv) the interest payable by the Lessor under the
Security Documents is deductilble in computing the net income
of the Lessor; and

(v) Lessor, as owner of the Units, may depreciate the
full purchase price of the Units in accordance with any one of
the methods set forth in Section 167(b) of the Code and re-
gulations promulgated thereunder; and the Lessor will be en-
titled to elect to compute depreciation under the Class Life
Asset depreciation range system prescribed by Section 167(m)
of the Code.

If it appears that the ruling would be obtainable if the Lease were
amended 1in a manner not adverse to the Lessor, then the Lessor,

at the request of the Lessee, shall agree to amend the Lease and
resubmit its request for the Ruling.

(¢) Lessee shall have no obligation to pay supplemental
rent under Section 16(a) if a favorable Ruling has been received and
the Ruling covers each of the matters referred to in Section 16(b)
and has been approved as to form and substance by Lessor (which
approval the Lessor shall not unreasonably withhold, it being under-
stood that the Lessor shall be liable for damages suffered by the
Lessee in the event that such approval is unreasonably withheld);
provided, however, that 1if, at any time after such Ruling 1s obtained,
Lessor shall lose the Tax Beneflts, Lessee agrees to pay Lessor,
as supplemental rent, the amounts determined and payable as pro-
vided in Section 16(e) hereof to the extent (and only to the extent)
that such loss 1is a result of any of the following events:

-23-



(1) any representation, fact, estimate, opinion or other
statement made or stated to the Internal Revenue Service by
Lessee or any officer; employee, agent or counsel thereof
(including any such statement made jointly with Lessor or any
officer, employee, agent or counsel thereof) in connection
with the obtaining of the Ruling proving to be fraudulent,
untrue, misleading, or insufficient in whole or in part,

(11) Lessee or any officer, employee, agent or counsel
thereof falling to state, or in the opinion of the Internal
Revenue Service failing to state, any material fact in con-
nection with the obtaining of the Ruling,

(111) Lessee or any officer; employee, agent or counsel
thereof taking, or failing to take, or being deemed by the
Internal Revenue Service to have taken, or to have failed to
take, any action whatsoever (including, without limitation,
any actlon in respect of its income tax returns) which is, or
in the opinion of the Internal Revenue Service 1ls, inconsistent
wlith or in contravention of any of the matters set forth in
such Ruling,

(iv) Lessor losing title to any Unit as the result of
any proper exercise of its rights and remedies upon the occur-
rence of an Event of Default,

(v) any Unit, originally or at any subsequent time prior
to full complliance by Lessee with all of the terms of this
Lease wlth respect to such Unit, not qualifying as, or ceasing
to qualify as, "New Section 38 Property"” as the result of the
original use of such Unit not being deemed to commence with
Lessor or as the result of any use of such Unit permitfted or
suffered by Lessee (but excluding any failure to qualify or
any termination of such qualification solely by reason of a
change in the Code or the regulations promulgated thereunder),

(vi) any part of the Purchase Price for any Unit not
being deemed part of Lessor's "Qualifiled Investment" within
the meaning of Section 46(c) of such Code for the purpose of
computing the amount of Lessor's Investment Credit wlth respect
to such Unit, (but excluding any failure of such part to be
deemed part of the Lessor's "Qualified Investment” solely by
reason of a change in the Code or the regulations promulgated
thereunder),
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(vii) the "Original Use" of any Unit not having commenced
with Lessor within the meaning of Section 167(c) of the Code,
(but excluding any failure of such "Original Use® to commence
with the Lessor solely by reason of a change in the Code or the
regulations promulgated thereunder),

(viii) any part of the Purchase Price for any Unit not
being deemed part of Lessor's basls for the purpose of com-
puting Lessor's depreciation deductions with respect to such
Unit (but excluding any failure of such part to be deemed part
of the Lessor's basis for such purpose solely by reason of
a change in the Code or the regulations promulgated thereunder),
and

(ix) Lessor not being able to depreciate any Units down
to a salvage value of 5 percent of the purchase price of such
Unit over a 12 year life (but excluding any such inability
solely by reason of a change in the Code or the regulations
promulgated thereunder);

Provided, however, that the Lessee shall not be required to pay any
amount pursuant to this Section 16(c¢) if the loss of Tax Benefits
referred to in this Section 16(c) results solely because of the
occurrence of any one or more of the events set forth in Section 16(a)
(1) through (vii).

(@) In the event that on or before February 15, 1974 a
favorable Ruling covering each of the matters referred to in Section
16(b) hereof has not been received and approved as to form and
substance by Lessor (which approval shall not be unreasonably with=
held) then Lessee shall have the option, at any time within 60
days after receipt of written notice to such effect from Lessor and
before July 15, 1974, to purchase all of the interest of the Lessor
in the Units and in the Security Documents for an amount equal to
the sum of (1) the aggregate amount of all funds paid to the Vendor
by the Lessor pursuant to clauses (a) and (¢) of the third paragraph
of Article 3 of the Conditional Sale Agreement, (ii) any fees and ex-
penses (including without limitation brokerage commissions, legal
and printing expenses, and attorneys, accountants and Trustees'
fees) paid by the Lessor, but not in excess of 1.9% of the
full Purchase Price of the Units plus reasonable attorneys' fees
of counsel for Lessor, 1ln connectlon with this Lease and the trans-
actions herein contemplated and (iil) an amount equal to interest
at the rate of 12% per annum (computed on the basis of a 360-day
year of twelve 30-~day months) on all funds so advanced or paid,
computed from the respective dates of such advances and payments
to the date such purchase price 1s paid; minus any sums pald by
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the Vendor (or its assigns) to the Lessor in accordance with the
terms of the Security Documents. At the time of such purchase and
payment by the Lessee (for purposes of such purchase and payment
"Lessee" shall include any permitted Assignee or Nominee of the
Lessee), the Lessee shall assume all the obligations of the Lessor
under the Conditilonal Sale Agreement in accordance with the provisions
thereof, and the title and interest of the Lessor in the Units and

in the Conditional Sale Agreement shall pass to and vest 1in the
Lessee without further transfer or action on the part of the Lessor,
whereupon this Lease and the interest of the Lessor in the Units

will terminate. The Lessor shall deliver to the Lessee at the time
of such payment, in such number of counterparts as the Lessee may
reasonably request, a bill of sale from the Lessor conveylng title

to the Units to the Lessee and warranting to the Lessee and its
Assigns in respect only of the Lessor and parties claiming through
the Lessor that such title was free of all claims, liens security
interests and other encumbrances of any nature except only the rights
of the Vendor under the Security Documents and of the Lessee under
this Lease, together with an opinion of its counsel to that effect
and such other instruments as may reasonably be requested to make
clear upon the public records the title of the Lessee to the Units.
It is intended that such payment by the Lessee shall entitle the
Lessee to such deductions, credits and other benefits as are provided
for in the Code to an owner of property including (without limitation)
the Investment Credit and the interest and depreciation deductions
described in the first paragraph of this Section 16, and the Lessor
warrants to the Lessee that, in the event it shall have received
written notice from the Lessee before March 1, 1974 of its election
to purchase the Units, neither the Lessor nor any corporation con-
trolled by it, controlling it, or in common control with it, nor

any corporation for the benefit of which the Lessor acquired the
Units and any corporatlon controlling such corporation, will take

any action or file any returns or documents inconsistent with the
foregoing intent, and that each of said corporations will file said
returns, take such action and execute such documents as may be
reasonable and necessary to facllitate the accomplishment of such
intent.

(e) In the event that supplemental rent shall become
payable pursuant to Sections 16(a) or 16(c), the "Aggregate Amount"”
of such supplemental rent shall be pald in equal installments on each
of the remalning rental payment dates as provided in Section 2
hereof durlng the remainder of the term of this Lease. The term
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"Aggregate Amount"” of such supplemental rent to be paid pursuant
to the preceding sentence shall mean that additional sum of money
which is necessary to permit Lessor to receive (on an after-tax
basls over the entire term of this Lease, taxes being computed at
the Applicable Rates) the same net rate of return that Lessor would
have realized had all or such portlon of the Tax Benefits not been
lost. The Aggregate Amount shall be determined by Matrix Leasing
International, Inc., unless it shall refuse or be unable to make
such determination, in which event such Aggregate Amount shall be
determined by an independent certified public accountant, mutually
acceptable to both Lessor and Lessee and at the expense of Lessee.

(f) 1In the event a claim shall be made by the Internal
Revenue Service with respect to the disallowance of all or any part
of the Lessor's Investment Credit or depreciation or interest de-
ductions in respect of any Unit in any case 1in which the Lessee's
indemnities apply, the Lessor agrees to take such action in connec-
tion with contesting such claim as the Lessee shall reasonably request
from time to time, provided, however, that: (i) within 30 days after
notice by the Lessor to the Lessee of such claim, the Lessee shall
make request that such claim be contested; (ii) the Lessor, at its
sole option, may forego any and all administrative appeals, pro-
ceedings, hearings and conferences with the Internal Revenue Service
in respect of such claim and may, at its sole option, either pay
the tax claimed (in which event the rental payments provided in
Section 2 hereof and due thereafter shall be increased to the extent
necessary to cause the Lessor's net return under this Lease (taxes
being calculated at the Applicable Rgteg, as defined in Section
9 hereof) to be equal to the net return Ztaxes being calculated
at the Applicable Rates) that would have been available to the Lessor
1f said tax claimed had not been paid) and sue for a refund in the
appropriate United States Distriet Court and/or the United States
Court of Claims, as the Lessor shall elect, or contest such claim
in the United States Tax Court, considering, however, in
good faith such request as the Lessee shall make concerning the
most appropriate forum in which to proceed; (1i1i) prior to taking
such action, the Lessee shall have furnished the Lessor with an
opinion of independent tax counsel satisfactory to the Lessgr
to the effect that a meritorious defense exists to such claim;
and (iv) the Lessee shall have indemnified the Lessor in a
manner satisfactory to it for any liability or loss which the
Lessor may incur as the result of contesting such claim and shall
have agreed to pay the Lessor on demand all costs and expenses Whlch
the Lessor may incur in connection with contesting such claim, 1n?1udw
ing, without limitation (a) reasonable attorneys' and accountants
fees and disbursements and (b) the amount of any interest or penalty
which may ultimately by payable to the United States Government
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as the result of contesting such claim, and the Lessee shall have
furnished reasonable security for such indemnification as may be
requested. In the case of any such clalm by the Internal Revenue
Service referred to above, the Lessor agrees promptly to notify
the Lessee in wrlting of such clalm and agrees not to make payment
of the tax claimed for at least 30 days after the giving of such
notice and agrees to give to the Lessee any relevant information
relating to such claim which may be particularly within the knowledge
of the Lessor, and shall otherwise cocoperate with the Lessee in
good faith in order to effectively contest any such claim. The
Lessor will not agree to the release, compromise or settlement of
any action or proceeding taken in accordance with this Section 16
by the Lessor without the prior written consent of the Lessee.

If the Lessor's right to claim such portion of the In-
vestment Credit or interest or depreciation deductions with respect
to a Unit as was disallowed shall be established by the final judg-
ment or decree of the court or administrative agency having Jjuris-
diction thereof, or if the Lessor shall release, waive, compromise
or settle any claim without the written consent of the Lessee, and
if the rental rate 1n respect of such Unit shall theretofore have
been adJusted 1n accordance with the preceding paragraph of this
Section 16, then, on the next succeeding rental payment date there-
after, or after such judgment or decree shall have become final,
as the case may be, the rental rate in respect of such Unit set
forth in Section 2 of this Lease shall again become applicable to
such Unit.

(g) 1In the event that, after commencement of payment of
rentals pursuant to Section 2 hereof, the Lessor shall be permitted
to use an asset depreciation period of less than 12 years, then
promptly after payment of each such semiannual rental, the Lessor
shall pay to the Lessee such amount as is necessary (taking into
account all similar payments theretofore or thereafter payable in
accordance herewith) to cause the Lessor's net return (taxes being
calculated at the Applicable Rates, as defined in Section 9 hereof)
under this Lease to be equal to the net return that would have been
avallable to the Lessor on the basis of an asset depreciation period
of 12 years.

The Lessee's and the Lessor's Agreement to pay any sums
which may become payable pursuant to this Section 16 shall sur-
vive the expiration or other termination of this Lease.

Section 17. Interest on Overdue Rentals. Anything to the
contrary herein contained notwithstanding, any nonpayment of ren-
tals and other obligations due hereunder shall result in the obliga-
tion on the part of the Lessee promptly to pay, to the extent legally
enforceable, an amount equal to 9-1/4% per annum of the over due
rentals for the period of time during which they are overdue or
such lesser amount as may be legally enforceable.

Section 18. Notices. Any notice required or permitted
to be given by either party hereto to the others shall be deemed
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to have been given when deposited in the United States certified
mails, first-class postage prepaid, addressed as follows:

(a) 4if to the Lessor prior to any assignment provided
for in the first paragraph of Section 11 hereof, c¢/o Bechtel
Corporation, 50 Beale Street, San Francisco, California 94119,
Attention: Secretary, and

(b) 1if to the Lessor following an assignment to the
Vendor as provlided in the flrst paragraph of Section 11 hereof,
to the Vendor at Two Hopkins Avenue, P. 0. Box 2258, Baltimore,
Maryland 21203 with a copy c¢/o Bechtel Corporation, 50 Beale
Street, San Francisco, California 94119, Attention: Secretary,
and

(e¢) if to the Lessee, at 400 West Madison Street,
Chicago, Illinois 60606, Attention Vice President-Finance;

or addressed to elther party at such other address as such party
shall hereafter furnish to the other party in writlng.

Section 19. Severability: Effect and Modification of
Lease. Any provision of this Lease which 1s prohibited or unenforce-
able in any jurisdiction, shall be, as to such jurisdiction, ineffec-
tive to the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such prohibition
or unenforceablility 1in any Jurilsdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.

This Lease exclusively and completely states the rights
of the Lessor and the Lessee with respect to the Units and supersedes
all other agreements, oral or written with respect to the Units.
No variation or modification of this Lease and no waiver of any
of its provisions or conditions shall be valld unless in writing
and signed by duly authorized officers of the Lessor and the Lessee.

Section 20. Execution. This Lease may be executed in
several counterparts, each of which so executed shall be deemed
to be an original, and such counterparts together shall constitute
but one and the same instrument. Although this Lease is dated as
of April 1, 1973, for convenience, the actual date or dates of execu-
tion hereof by the parties hereto is or are, respectively, the date
or dates= stated in the acknowledgments hereto annexed.

Section 21. Law Governing. The terms of this Lease and
all rights and obligations hereunder shall be governed by the laws
of the State of Illinois; provided, however, that the parties shall
be entitled to all rights conferred by Section 20c of the Interstate
Commerce Act.
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IN WITNESS WHEREOF, the parties hereto have executed or
caused this instrument to be executed as of the date first above
written.

BECHTEL CONSTRUCTORS, INCORPORATED

By
Its President
Attest:
Secretary
CHICAGO AND NORTH WESTERN
TRANSPORTATION COMPANY
By
Its Vice President

Attest:

Assistnat Secretary

GUARANTY OF
BECHTEL CORPORATION

For Value Received, the undersigned, Bechtel Corporation,
a Delaware corporation (the "Company") hereby guarantees the due
and punctual payment and performance of all of the obligations of the
Lessor under this Lease, and unconditionally guarantees that all
sums payable by the Lessor under this Lease will be promptly paid
when due, and in case of default of the Lessor in such obligations or
payments the Company agrees punctually to perform or pay the same, ir-
respective of any enforcement against the Lessor of any of the rights
of the Lessee hereunder. No waiver by the Lessee of any of its
rights under this Guaranty and no action of the Lessee to enforce
any of its rights under this Guaranty or failure to take, or delay

in taking, any such action shall affect the obligations of the Company
under this Guaranty.

BECHTEL CORPORATION

By
Attest: Its

Secretary
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STATE OF CALIFORNIA

CITY AND COUNTY OF

)

) SS

)
SAN FRANCISCO )

On this day of , 1973, before me personally
appeared , to me personally known, who, being
by me duly sworn, says that he is of BECHTEL

CONSTRUCTORS, INCORPORATED, that the seal affixed to the foregoing
instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf of said corporation by
authority of 1ts Board of Directors and he acknowledged that the
execution of the foregoing instrument was the free act and deed

of said corporation.

Notary Public
[Notarial Seall]

My Commission Expires

STATE OF ILLINOIS )
) SS.
COUNTY OF COOK )

On this day of , 1973, before me personally
appeared , to me personally known, who,
being by me duly sworn, says that he 1s a Vice President of CHICAGO
AND NORTH WESTERN TRANSPORTATION COMPANY, that one of the seals
affixed to the foregoing instrument if the corporate seal of said
corporation, that said instrument was sighed and sealed on behalf
of said corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public

[Notarial Seall]

My Commission Expires
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STATE OF CALIFORNIA

CITY AND COUNTY OF
SAN FRANCISCO

On this day of s 1973, before me personally
appeared » to me personally known, who, being
by me duly sworn, says that he is of BECHTEL

CORPORATION, that the seal affixed to the foregoing instrument is
the corporate seal of sald corporation, that said instrument was
signed and sealed on behalf of sgaid corporation by authority of its
Board of Directors and he acknowledged that the execution of the
foregoing instrument was the free act and deed of saild corporation.

Notary Public
[Notarial Seal)

My Commission Expires:
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Lessee's
Identifying Estimated
Numbers Unit Total Time and
Builder's Builder's (Both Base Base Place of ¥
Type Specifications Plant Quantity Inclusive) Price Price Delivery
100-Ton Pullman- Butler, Pa. 500 173000 - $17,023.75% $8,511,875 May and
PS-2 CD Standard : 173499 June, 1973
Welded General Tracy, Minn.

Triple Specification
Covered No. 3110

Hopper Dated

Car Oct. 4, 1972

With Rev. Nov. 13, 1972
Through Rev. Nov. 14, 1972
Center Rev. Jan. 5, 1973
Siilt

4,750

Cubic Ft.

Capacity

* Includes $376.1Y4 per unit prepaild freight to Tracy, Minn.



